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THE PRICE COMPANY LIMITED- ANNUAL REPORT 1968 


HIGHLIGHTS 

Paper and paperboard production 
Sales, less delivery expenses 
Gain on foreign exchange 
Mining income 

Depreciation and depletion 
Interest on long-term debt 
Income taxes 


Net profit from operations 
—per common share 


Net earnings 
—per common share 


Cash flow 
—per common share 


Dividend rate 
—per common share 


Working capital 


Expenditures on fixed assets 
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1968 


1,068,000 tons 
$154,384,000 


8,266,000 
3,471,000 
11,160,000 
4,746,000 
3,534,000 


5,972,000 
0.61 


7,385,000 
0.76 


19,523,000 
2.03 


0.75 
77,883,000 
13,816,000 


1967 


988,000 tons 
$142,448,000 


8,031,000 
2,414,000 
10,369,000 
3,574,000 
8,597,000 © 


9,300,000 
0.96 


10,615,000 
1.10 


28,438,000 
20), 


0.75 
77,593,000 
41,749,000 
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REPORT TO THE SHAREHOLDERS 


The year 1968 saw the Price Group complete a $170 million 
program of manufacturing expansion, improvement and 
diversification commenced in 1961 ; establish new newsprint 
sales and production records; and launch a newsprint 
manufacturing enterprise in the southern United States. 


Despite an extremely competitive world market situation, a 
high level of mill operations was maintained throughout the 
year. Difficulties in running in new equipment were a prime 
factor behind a squeeze on operating profits. 


The 10% gain in newsprint tonnage over 1967 reflected 
both the coming into production of new machines and the 
emphasis which the Price Group has placed on sales. The 
enlarged and modernized plant is expected to show improved 
costs as the output of newsprint increases. A trend to firmer 
markets became evident late in 1968, and in 1969 the gain 
in demand is expected to be greater than the increase in the 
industry’s productive capacity. 

While newsprint remains the Company's major operation, 
Price is also active in other forest product lines and in mining. 
It continues to seek diversification possibilities while not 
overlooking opportunities in newsprint and other forest 
products. The newsprint manufacturing project in the 
southern United States should reach production in 1970. | 


Sales and Earnings 

Sales of the Price Group in 1968 totalled $154 million. This 
was a new record, which was achieved despite the soft 
markets which prevailed, and represented a gain of $12 
million or 8% over the 1967 sales level. 

Net profit from operations amounted to $6 million, as 
compared with $9.3 million last year. Net earnings were $7.4 
million, equivalent to 76 cents a share after preferred dividends, 
as against $10.6 million or $1.10 a share in 1967. The 
decrease in earnings reflects the high cost of bringing three 
new newsprint machines into production, as well as sub- 
stantially higher depreciation and interest charges. 


Concrete tetrapods used in construction of deep-water wharf at 
Chandler, P.Q. 


Sales and production figures are set out on the schedule on 
the following page. Charts providing a graphic analysis of 
sales by product and by market appear on page 8, and 
charts of cash flow and net profit from operations by source 
are on page 9. 


Newsprint 
Newsprint production in 1968 reached 959,000 tons, the 
largest tonnage ever manufactured by the Price Group, and 
an improvement of 75,000 tons over 1967. Three mills 
accounted for more than 250,000 tons each: Kenogami 
263,000, Alma 276,000, and Grand Falls 254,000, while 
Chandler turned out 166,000 tons. Production of the 
Canadian newsprint industry for the year totalled 8,031,000 
tons or 83% of rated capacity. The production level of the 
Price Group was equivalent to 91% of rated capacity. 
The year saw new newsprint machines brought into pro- 
duction at Alma, Grand Falls and Chandler. A transformer 
failure shortly after start-up of the Chandler unit resulted in 
the loss of production time. However, the new machine 
quickly attained an acceptable operating rate when repairs 
were completed. 
The Alma and Grand Falls machines experienced greater 
cs 
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One of three new newsprint machines started up in 1968 


difficulties. They suffered from repeated failures of major 
equipment components, such as drives, winders, press rolls 
and transformers, and did not reach reasonable operating 
rates until late in the year. The lost production time had an 
extremely adverse effect on manufacturing costs, and the 
performance of the two machines fell short of the level 
required to offset the increase in depreciation and interest 
charges. 


Sales 


Newsprint 
Paperboard 
Kraft paper 
Market pulp 
Lumber 


Converted and resale products of Price Wilson 


Production 


Newsprint 
Paperboard 
Kraft paper 
Market pulp 
Lumber 


Kraft Pulp, Paper and Paperboard 


Discontinuance of market sulphite pulp operations at 
Chandler and Grand Falls has left Price much less heavily 
committed to market pulp operations than when it was 
producing and marketing 70,000 to 75,000 tons a year. It 
now sells only flash-dried kraft pulp manufactured at the 
Jonquiere mill, of which 6,000 tons was marketed in 
1968. 


1968 1967 
$107,716,000 $100,185,000 
9,403,000 8,691,000 
9,751,000 9,354,000 
561,000 1,257,000 
8,458,000 5,155,000 
18,495,000 17,806,000 
$154,384,000 $142,448,000 
959,000 tons 884,000 tons 
57,000 tons 53,000 tons 
52,000 tons 51,000 tons 
6,000 tons 11,000 tons 
89,000 M f.b.m. 75,000 M f.b.m. 


The kraft paper and paperboard markets did not show any 
measure of improvement over 1967. Price’s business in the 
regular kraft paper grades ran slightly ahead of the 1967 
level, and production and sales of linerboard and paperboard 
also made modest gains. 


Converted and Resale Products 


Sales of converted and resale products through Price Wilson 
Limited reached $18.5 million in 1968, a gain of 4% over the 
preceding year. This is a highly competitive business, and the 
ratio of profit to sales is relatively low. Nonetheless, converted 
and resale products do make a positive contribution to 
the Group. 


Organizational changes made at Price Wilson last year 
included the complete integration of the sales force of 
Hygiene Products, Limited with that of Price Wilson. These 
changes have already proved beneficial and continued 
improvements can be expected. 


Lumber 


Production in the lumber division increased by 14 million 
f.b.m. over 1967. This reflects the second year of commercial 
Operation at the new Shipshaw sawmill, and recent capital 
improvements at the sawmill at Price, Quebec. Markets 


Wages, salaries and employee benefits 38.66 
Materials, supplies and purchased pulpwood 35.4¢ 
Depreciation and depletion - Be 


Taxes 


Interest expense 


Other expenses 


Dividends 


DISPOSITION OF THE INCOME DOLLAR 


remained strong throughout 1968, and lumber sales for the 
year increased to $8.5 million from $5.2 million in 1967. 


The devaluation of the British pound sterling in late 1967 has 
resulted in Price changing its market pattern and virtually 
eliminating overseas shipments. It is now concentrating its 
sales effort in Canada and the United States. 


Mining 

Income from base metal mining operations at Buchans, 
Newfoundland amounted to $3.5 million before taxes in 
1968, an increase of $1.1 million over the previous year. The 
gain resulted from marketing a larger volume of zinc and 
copper concentrates, as well as from higher prices for lead, 
copper and silver. Proven and probable ore reserves remain 
sufficient to support mine production for at least another 9 
to 11 years. 


The adit on the Grey River tungsten deposit in Newfound- 
land has reached the mineralized vein, and is now being 
driven into it to determine ore grade and widths. An intensive 
geochemical-geophysical survey was made during 1968 over 
the South Pond-Great Burnt region in central Newfoundland. 
Continued diamond drilling on the known copper occurrence 
in this area has encountered encouraging quantities of 
mineralization grading about 2% copper. 
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Entrance to Sullipek adit 


Exploration throughout Canada continued during the year. 
Some projects were exclusively vested in the Price Group; 
others were in association with partners. Three projects are 
located on the West Coast. However, most of the exploration 
work outside of Newfoundland was in Quebec. 


Sullipek Mines Inc., in which Price has an interest of 
approximately 25%, is driving an adit on the Pekan Brook 
copper property in Quebec Gaspé Park. Drilling is now being 
done from this adit in order to outline the ore zones for 
mining purposes. The adit had been driven a total of 3,400 
feet by the year-end, an average of approximately 565 feet per 
month since the work commenced. 


Industrial Relations 


One of the great, although intangible, assets of an industry is 
the skill and morale of its middle-management and super- 
visory groups. Price is engaged in a group-wide program of 
management development which aims to expand individual 
opportunities through training and planned experience in 
important operating areas. The Company is making available 
professional-calibre advice and assistance on career prob- 
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lems, and expects the program will further increase the 
effectiveness of the entire management group. 


The year 1968 was one of very complex labour negotiations, 
and these resulted in all major mill agreements being renewed 
for two and three-year periods. All settlements have been 
within the framework of local and industry contract patterns. 
The major labour agreements scheduled for renewal in 1969 
are in the woodlands areas. 


Research and Development 


In 1968 Price continued to concentrate its research activities 
on the development of process improvements promising cost 
savings and better product qualities. The installation of a 200- 
ton per day refiner groundwood plant, which is now under 
construction at the Grand Falls mill, reflects the Company's 
past development work on this improved groundwood 
process, and research on the further potentials of this process 
is continuing. 


Forestry research studies concerning the growth and future 
yields of cut-over areas were continued. Special studies on 


N.E. ae aaa SW. 


PEKAN CREEK 
ROCK DUMP 
ADIT PORTAL 
SERVICE BLDGS. 


ADIT 


Schematic section of Sullipek adit 


the effects of mechanization on regeneration and of fertiliza- 
tion on stand increment were also made in conjunction with 
institutional and governmental groups. 


Price’s research and development work is broadened through 
access to the results of the more basic research carried out by 
the Pulp and Paper Research Institute of Canada, and a sub- 
stantial proportion of the Company's research funds is 
allocated to the support of this work. Price’s expenditures 
on research and development totalled close to $1.1 million 
for the two years 1967 and 1968. 


Capital Expenditures—1 968 


ORE 


HORIZONTAL SCALE 1” = 400’; VERTICAL SCALE 1” = 200’ 


Capital Expenditures 


The 1969 capital expenditure program is still under review, 
but present indications are that it will be of the order of $10 
million to $12 million. Capital outlays for 1968 totalled $14 
million against $41.7 million the previous year. These are 
analysed in the schedule below. The cutback in capital 
spending follows the completion of the $170 million program 
of expansion, diversification and modernization, which was 
undertaken in 1961. 


Completion of new newsprint machines at Alma, 


Grand Falls and Chandler 


General modernization and replacement of mill assets 


Purchase and construction of new woods assets 


$ 5,063,000 
7,081,000 


1,672,000 
$13,816,000 


Southern Newsprint Mill 


Last year’s annual report referred to a 150,000-ton per 
annum newsprint mill at De Ridder, Louisiana which Price is 
building in conjunction with Boise Southern Company, a 
partnership of Boise Cascade Corporation and Southern 
Natural Gas Company. Construction commenced late last 
summer on the mill, which will be adjacent to Boise South- 
ern’s new kraft and paperboard complex. The structural steel 
has been largely put in place and all buildings are expected 
to be completed by mid-1969 as scheduled. The installation 
of the newsprint machine is expected to commence in April 
1969, with operation to begin by the fall of 1970. 


The newsprint manufacturing operation will be under the 
management of Boise-Price Southern Newsprint Company, 
of which 50% is owned by Price and 50% by Boise Southern. 
The Price and Boise Cascade sales organizations will each 
market 50% of the newsprint production. The De Ridder 
project has been financed by an issue of industrial revenue 
bonds of the Parish of Beauregard, Louisiana, and equity 
financing by the partners is expected to be minimal. 


The Price Fine Arts Award 


The Price Fine Arts Award was inaugurated in 1965 to 
provide a medium for the encouragement of Canadian com- 
mercial artists having a talent for fine art. It has become a 
major event in Canadian art circles, and the number of entries 
each year has increased. 


Indicative of the growing interest of commercial artists in the 
field of fine arts were the more than 350 paintings entered in 
the competition in 1968. A distinguished panel of judges, 
headed by Dr. David Carter, Director of the Montreal Museum 
of Fine Arts, chose the winners. The coveted first prize was 
awarded to Geoffrey Holloway for his impressionist oil 
painting ‘Morning Light’. Second prize went to Oswald K. 
Schenk for his watercolour ‘‘Fogbound”, while third prize 
was won by Tony Lee for his watercolour “Study from Marble 
by L. Taft’. 
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CASH FLOW 


$ Millions 
ae Net earnings 


Ee Depreciation and depletion Ze 


a Deferred income taxes 


1964 65 66 ‘67 ‘68 


SOURCE OF NET PROFIT FROM OPERATIONS 


$ per common share 
& Forest products 


i mining 1.40 


1.20 


1.00 
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-60 


-40 
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There were 16 award-winning works in all, and these were 
shown in major centers across Canada during 1968. The 
final selection of the award winners for the 1969 competition 
will be made in April and entries are now being accepted. 


Outlook for the Pulp and Paper Industry 


The economics of the pulp and paper industry have under- 
gone pronounced changes in recent years. Twenty years ago 
the industry concentrated on production, and supplies were 
short. Today there is a surplus of capacity, and the emphasis 
is on research and sales, which aim, not only to continue to 
improve the product, but to restore profits to an appropriate 
level. 


Profits are being squeezed between selling prices on the one 
hand and costs on the other. The industry is feeling the 
impact of cost factors that are largely outside its control. 
Wage increases have been substantial, and the costs of 
supplies and of new capital equipment have continued to 
rise. This is also true of taxation and of interest rates on 
borrowed funds. 


The returns that pulp and paper companies in general showed 
in 1968 were minimal, and far short of what is required to 
sustain a healthy industry; one which justifies the financial 
support of investors and which continues to provide its 
customers with first-class, ever-improving products. The 
industry today has considerable standby capacity, yet it must 
think in terms of long-range growth. This is possible only if it 
can get an adequate price for its product. 


There was some movement in this direction in the newsprint 
price increase announced during 1968. However, the survival 
of a sound pulp and paper industry will require both man- 
ufacturers and customers to look for such regular price 
increases as are required to provide a competitive, efficient 
company with an adequate return on investment. Since there 
is nothing on the horizon to indicate a dramatic cost reduc- 
tion, the major problem will be to contain the rise in costs 
so that price increases may be minimized. 
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New centralized computer facilities at Montreal 


In 1969, for the first time since 1966, the gain in newsprint 
demand is projected to exceed the increase in productive 
capacity. Demand commenced to firm in the final quarter of 
last year and, while the emphasis in 1969 will still be on 
marketing, the newsprint industry is expected to achieve an 
improved operating level during the year. The near-term 
outlook for the product is not glamorous, yet the long-range 
trend is towards steady growth. 


The newsprint capacity of the Price Group in 1969 is rated at 
more than one million tons. The order position is sound, and 
the Company expects to maintain a high operating rate 
during the year and again to establish new production and 
sales records. It anticipates an increase in overall sales 
revenues of the order of 7% to 10%. 


The disturbing effect of new newsprint machine start-ups 
will not recur this year. Net profit from operations should 
recover to a more normal level despite general wage and cost 
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increases. Additional improvements in earnings are expected 
in 1970 as new production capacity attains its full potential. 


The men and women in the Price Group have faced an 
unusual number of problems in the last year. Their efforts 
have accomplished much, and the Directors gratefully 
acknowledge their loyalty and continued co-operation. 


Submitted on behalf of the Board, 
T. R. Moore 
President 


Quebec, P.Q. 
24th February 1969 


ACCOUNTING POLICY 


The consolidated financial statements of Price are assembled 
in accordance with generally accepted accounting principles 
and include the accounts of all subsidiaries, with provision 
for the interests of minority shareholders. 


Inventory Valuation — Inventories are valued at the lower 
of cost or net realizable value. In general, inventories are 
carried at average cost which is less than their net realizable 
value. 


Fixed Assets and Depreciation — Fixed assets are 
recorded at cost and depreciation is provided at rates con- 
sidered adequate to amortize the cost over the productive 
lives of the assets. The main depreciation rates in use are: 
paper mill assets acquired after 1963 and kraft and paper- 
board facilities, 5% straight-line; paper mill assets acquired 
before the end of 1963, 10% reducing balance ; woods fixed 
assets, 30% reducing balance. Of total mill assets in operation 
at present, 53% are being depreciated on the straight-line 
basis and 47% on the reducing balance basis. No deprecia- 
tion is provided on major new additions until they are com- 
pleted and in normal commercial operation. 


Income Taxes—In order to minimize tax payments, 
depreciation and certain other charges are claimed for tax 
purposes in amounts which exceed those written off in the 
accounts. In such cases, income taxes charged against 
earnings are based on accounting write-offs and the reduc- 
tion in taxes currently payable is accumulated on the balance 
sheet as Deferred Income Taxes to be available to reduce 
taxes chargeable to future earnings, should depreciation and 
other charges written off exceed the amounts permitted 
for tax purposes. 


Disposals — Although an active company frequently 
changes its investments and disposes of used fixed assets, 
such transactions tend to occur irregularly. Therefore, it is 
Price’s practice to show net profit from regular operations on 
its statement of earnings prior to reflecting the effect on net 
earnings of any profit or loss on sales of investments and 
fixed assets. 


Consistency — The accounts are prepared on a basis 
consistent with previous years, except for occasional changes 
to take advantage of improved accounting practices, in which 
case the effect of any material change is duly noted. 
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THE PRICE COMPANY LIMITED 
AND SUBSIDIARY COMPANIES 


CONSOLIDATED STATEMENT OF EARNINGS 


Year Ended 31st December 


Sales, less delivery expenses 
Gain on foreign exchange 
Mining income 


Cost of sales 
Selling expenses 
Administrative expenses 


Investment income 


Depreciation and depletion 
Interest on long-term debt 
Other interest 


Profit before income taxes and minority 
shareholders’ interest 

Income taxes (Note 8) 

Minority shareholders’ interest 


Net profit from operations 

Profit on sales of investments and fixed assets 
Net earnings 

Per common share (after preferred dividends) : 


Net profit from operations 
Net earnings 


CONSOLIDATED STATEMENT OF RETAINED EARNINGS 


Year Ended 31st December 


Retained earnings from previous years 

Net earnings for the year 

Contributed surplus of a subsidiary 
company (Note 11) 


Expenses of new financing and share-exchange offer 
Dividends on—4% preferred shares 
—common shares 


Retained earnings at 31st December 


1968 1967 
$154,384,000 $142,448,000 
8,266,000 8,031,000 
3,471,000 2,414,000 
166,121,000 152,893,000 
128,097,000 110,950,000 
6,495,000 5,653,000 
5,931,000 5,351,000 
25,598,000 © 30,939,000 
358,000 1,066,000 
25,956,000 32,005,000 
11,160,000 10,369,000 
4,746,000 3,574,000 
263,000 70,000 
9,787,000 17,992,000 
3,534,000 8,597,000 
281,000 95,000 
5,972,000 9,300,000 
1,413,000 1,315,000 
$ 7,385,000 $ 10,615,000 
$0.61 $0.96 
0.76 1.10 
1968 1967 

$ 87,626,000  $ 85,354,000 
7,385,000 10,615,000 

1,471,000 -— 
96,482,000 95,969,000 
= 1,043,000 
150,000 150,000 
7,150,000 7,150,000 
$ 89,182,000 $ 87,626,000 


CONSOLIDATED STATEMENT OF SOURCE AND APPLICATION OF FUNDS 


Year Ended 31st December 


Source of Funds: 


Net earnings 


Depreciation and depletion 
Deferred income taxes (Note 8) 


Cash flow from operations 


Decrease in investments (Note 5) 
Decrease (increase) in receivables 
not currently due 
Contributed surplus of a subsidiary company (Note 11) 
Increase in minority shareholders’ interest 
Issue of common shares (Note 10) 


Application of Funds: 
Additions to fixed assets — net (Note 6) 


Dividends 


Decrease (increase) in long-term debt (Note 9) 
Increase in deferred charges (Note 4) 
Expenses of new financing and share-exchange offer 


Increase in Working Capital 
Working Capital at Beginning of Year 
Working Capital at End of Year 


1968 


$ 7,385,000 
11,160,000 
978,000 


19,523,000 


579,000 


123,000 
1,471,000 
1,640,000 

1,000 


23,337,000 


12,689,000 
7,300,000 
2,416,000 

642,000 


23,047,000 


290,000 
77,593,000 


$77,883,000 


1967 


$10,615,000 
10,369,000 
7,454,000 


28,438,000 

910,000 
(1,269,000) 

80,000 


28,159,000 


41,041,000 

7,300,000 
(29,000,000) 

1,698,000 


1,043,000 


22,082,000 


6,077,000 
71,516,000 
$77,593,000 
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THE PRICE COMPANY LIMITED 
AND SUBSIDIARY COMPANIES 


CONSOLIDATED BALANCE SHEET 
At 31st December 


Assets 


Current Assets: 


Cash 

Short-term investments at cost 
(market value $487,000) 

Accounts receivable 

Inventories, at lower of cost-or net realizable 
value (Note 3) 

Prepaid expenses 


Deferred Charges (Note 4) 
Receivables not Currently Due 


Investments (Note 5) 


Fixed Assets (Note 6) : 


Property, plant, equipment, timber limits and 
mining rights, at cost 


Less: Accumulated depreciation and depletion 


Approved on behalf of the Board 


T. R. Moore 


Roger Létourneau \ Directors 


1968 


$ 4,191,000 


487,000 
41,231,000 


57,144,000 | 


1,517,000 


104,570,000 


2,340,000 
5,474,000 
6,115,000 


353,464,000 
165,281,000 


188,183,000 


$306,682,000 


1967 


$ 4,281,000 


3,013,000 
33,925,000 


57,964,000 
1,072,000 


100,255,000 
1,698,000 
5,597,000 
6,694,000 


341,907,000 
155,253,000 


186,654,000 


$300,898,000 


Liabilities 
Current Liabilities : 
Bank loans (secured) 
Accounts payable and accrued liabilities 
Dividends payable 
Income and other taxes payable 
Long-term debt due within one year (Note 9) 


Deferred Income Taxes (Note 8) 
Long-Term Debt (Note 9) 
Minority Shareholders’ Interest in Subsidiary Companies 


Shareholders’ Equity : 
4% Cumulative redeemable preferred shares of $100 
par value (redeemable at $101 )— 
Authorized and issued—50,000 shares, less 
12,500 shares redeemed 


5.6% Cumulative redeemable preferred shares of $100 
par value (redeemable at $110)— 
Authorized and unissued—600,000 shares 


Common shares without nominal or par value— 
Authorized—1 5,000,000 shares ; 
issued—9,532,709 shares (Note 10) 


Retained earnings 


1968 


$ 4,900,000 
15,811,000 
1,862,000 
2,917,000 


1,197,000 


26,687,000 
26,207,000 
78,210,000 

5,673,000 


3,750,000 


76,973,000 
89,182,000 


169,905,000 
$306,682,000 


1967 


16,919,000 
1,864,000 
2,879,000 

1,000,000 


22,662,000 
25,229,000 
80,626,000 

4,033,000 


3,750,000 


76,972,000 
87,626,000 
168,348,000 
$300,898,000 
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UBSIDIARY COMPANIES 


THE PRICE COMPANY LIMITED 


TATEMENTS 


Note 1. Principles of Consolidation 


The accompanying financial statements consolidate the accounts of all subsidiary companies, 
with provision made for the interests of minority shareholders. 


Note 2. Conversion of Foreign Currencies 


Balances and transactions in foreign currencies have been converted to Canadian dollars as follows: 


Balance sheet—current assets and current liabilities at exchange rates in effect at 31st December ; 
long-term debt, including portion due within one year, at rates in effect when debt incurred. 


Statement of earnings—at rates of exchange in effect during the year. 


Note 3. Inventories 1968 1967 
Finished products $14,439,000 $15,401,000 
Pulpwood and sawlogs 19,686,000 20,143,000 
Expenditures on current logging operations 12,078,000 11,667,000 
Operating supplies and materials 10,941,000 10,753,000 
$57,144,000 $57,964,000 


Note 4. Deferred Charges 


Include $2,047,000 representing the unamortized portion of preproduction and start-up expenses 
for new newsprint machines which are being amortized over the first five years of normal com- 
mercial operation. 


Note 5. Investments 1968 1967 .,. 
Marketable shares (market value $5,650,000) $ 4,809,000 $ 5,237,000 
Other investments 1,306,000 1,457,000 

$ 6,115,000 $ 6,694,000 


Marketable shares as at 31st December 1968 are recorded at 31st December 1954 market value. 
Other investments, which were acquired for business purposes, are recorded at cost, with the 
exception of certain shares which are recorded at a value of $982,000 established in 1937. 


Note 6. Fixed Assets 


Pulp and paper mills, converting facilities 


and sawmills $264,044,000 $254,666,000 
Water power rights and developments 44,685,000 43,681,000 
308,729,000 298,347,000 

Less : Accumulated depreciation 131,795,000 123,363,000 
176,934,000 174,984,000 

Timber limits and woods assets 44,485,000 43,310,000 
Less: Accumulated depreciation and depletion 33,486,000 31,890,000 
10,999,000 11,420,000 

Mining rights 250,000 250,000 
$188,183,000 $186,654,000 


Note 7. Liability for Income Taxes 


Price’s U.S. sales subsidiary has been notified of proposed income tax assessments totalling 
approximately $3,200,000 for the years 1963 to 1966, based principally on a reallocation of 
income and expense between the U.S. company and its Canadian affiliates. The proposed assess- 
ments, which in the opinion of U.S. counsel are excessive, are being protested with the Internal 
Revenue Service and are being discussed with the Canadian Department of National Revenue. It is 
not possible at this time to estimate what the ultimate U.S. tax liability, if any, might be nor to 
determine whether and to what extent it might result in refunds of Canadian tax to the parent or 
affiliated companies in Canada. Accordingly, no provision has been made in the accompanying 
accounts for the additional tax liability that might result for 1963 and subsequent periods to date. 


A subsidiary company, The MacLean Mining Company Limited, has under appeal before the 
Exchequer Court of Canada income tax assessments relating to mining income from its first three 
years of operation, 1963 to 1965. MacLean alleges that its mine in the vicinity of Buchans, Nfld. 
is a new mine and therefore exempt from tax for the said three years pursuant to Section 83 (5) 
of the Income Tax Act. The taxes in dispute, totalling approximately $2,775,000, have been paid 
by MacLean and taken up as income tax expense in its accounts. 


Note 8. Income Taxes 


The Company follows the practice of charging earnings with income tax expense relating to recorded 
profits. Deferred Income Taxes on the balance sheet reflects the accumulated excess of such income 
tax expense over taxes currently assessable, which has arisen as a result of differences between the 
time certain revenue and expense items — principally depreciation — are recorded in the accounts 
and the time they are reported for income tax purposes. 


As a result of a loss-carry-forward of a subsidiary company and a three-year income tax exemption 
granted to another subsidiary company under Section 71A of the Income Tax Act, income taxes 
charged against consolidated earnings were reduced by $395,000 in 1968 and $40,000 in 1967. 
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Note 9. Long-Term Debt 1968 1967 
The Price Company Limited— 
53% Sinking Fund Debentures, Series A, due 1982 
(sinking fund requirements—$1,200,000 annually 
1969 to 1981) $19,500,000 $19,500,000 
Less: Purchased and cancelled in anticipation of 
sinking fund requirements 1,219,000 —_ 
18,281,000 19,500,000 
5%% Serial Debentures, Series A, due 1968 — 1,000,000 
6% Sinking Fund Debentures—Series B, due 1987 
(sinking fund requirements—$1 ,300,000 annually 
1970 to 1986) 30,000,000 30,000,000 
Gaspesia Pulp and Paper Company Ltd.— 
5%% Sinking Fund Notes due 1985—$18,890,000 U.S. 
(sinking fund requirements—$1,110,000 U.S. 
annually 1969 to 1984) 20,375,000 20,375,000 
6% Subordinated Sinking Fund Notes due 1986— 
$8,000,000 U.S. (sinking fund requirements— 
$480,000 U.S. annually 1970 to 1985) 8,600,000 8,600,000 
6% Junior Subordinated Debentures due 1987— 
$2,000,000 U.S. 2,151,000 2,151,000 
79,407,000 81,626,000 
Less: Amount due within one year 1,197,000 1,000,000 
$78,210,000 $80,626,000 


Note 10. Capital Stock 


Under the Price Group Employees Share Purchase Plan, employees are permitted to purchase 
common shares of Price on an instalment basis through payroll deductions. Of 300,000 shares 
reserved under the Plan, 77 shares were issued at $11.62 per share during the year and subscriptions 
were outstanding at 31st December 1968 for approximately 51,000 shares at $8.04 per share. 
Subscribers have the right to cancel their subscriptions at any time up to 31st May 1969. 


Note 11. Contributed Surplus 


Consists of the parent company’s share of the contributed surplus of Gaspesia which has been 
included in retained earnings for consolidation purposes. This represents the approximate amount 
of a grant, less the minority shareholders’ portion of $1,419,000, that Gaspesia is entitled to under 
the Department of Industry Area Development Incentives Act with respect to the recently completed 
expansion of the newsprint mill at Chandler. 


Note 12. Remuneration of Directors and Senior Officers 


The aggregate direct remuneration paid by the Company and its subsidiaries to the directors and 
senior officers of the Company during the year ended 31st December 1968 was $487,000. 


Note 13. Capital Commitments 


An estimated $8,900,000 will be required to complete approved capital projects. 


Note 14. Material Contractual Obligations in Respect of Long-Term Leases 


The Company is committed to future rentals aggregating $1,685,000 in respect of vessels leased 
under charter agreements. 


Note 15. Unfunded Pension Benefits 


The most recent independent actuarial reports indicate that the single-sum liability for unfunded 
past-service pension benefits not provided for in the accounts at 31st December 1968 is approx- 
imately $4,200,000 and that, at the current rate of Company contributions, the Pension Plan 
will be fully funded, in accordance with the Supplemental Pension Plans Act of Quebec, by 
31st December 1990. 


AUDITORS’ REPORT 


PRICE WATERHOUSE & Co. 5 PLACE VILLE MARIE 


MONTREAL 113 
CHARTERED ACCOUNTANTS 
5th February 1969 


TO THE SHAREHOLDERS OF 
THE PRICE COMPANY LIMITED 


We have examined the consolidated balance sheet of The Price Company Limited and 

Subsidiary Companies at 31st December 1968 and the consolidated statements of earnings, 
retained earnings and source and application of funds for the year then ended, and have obtained 
all the information and explanations we have required. Our examination of the financial statements 
of The Price Company Limited and those subsidiaries of which we are the auditors included a 
general review of the accounting procedures and such tests of accounting records and other 
supporting evidence as we considered necessary in the circumstances. We have relied on the 
reports of the auditors who have examined the financial statements of the other subsidiaries. 


In our opinion, and according to the best of our information and the explanations given to us 
and as shown by the books of the Companies examined by us and the audited statements 
furnished to us, these consolidated financial statements are properly drawn up so as to exhibit a 
true and correct view of the state of the affairs of the Company and its Subsidiary Companies at 
31st December 1968 and the results of their operations and the source and application of their 
funds for the year then ended, in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


Auditors 
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THE PRICE COMPANY LIMITED 
AND SUBSIDIARY COMPANIES 


HISTORICAL REVIEW 1962-1968 


Sales and Earnings: ($000’s) 
Sales, less delivery expenses 
Gain on foreign exchange 
Cost of sales, selling and administrative expenses 
Mining income 
Investment income 
Depreciation and depletion 
Interest expense 
Income taxes 
Minority shareholders’ interest 
Net profit from operations 
Net earnings 
Cash flow 


Financial Position: ($000’s) 
Working capital 
Net fixed assets 
Expenditures on fixed assets 
Long-term debt 
Common shareholders’ equity 


Common shares outstanding 
(thousands of shares)* 


Number of common shareholders 


Per Common Share:* 


Net profit from operations— 
Forest products 
Mining 
Total 

Net earnings 

Cash flow 

Dividend rate 

Book value 


Production: 


Newsprint —tons 
Paperboard —tons 
Kraft paper —tons 
Market pulp—tons 
Lumber —M f.b.m. 


Number of permanent employees 


Notes: As Price (Nfld.) Pulp & Paper Limited and its subsidiaries were 
acquired on 30th April 1961, pre-1962 figures have been 
excluded from this Review as they are not directly compara- 
ble. With the passage of time, coverage will be extended to 
a full ten-year period. 


* Figures for the years 1962 to 1965 have been adjusted to 
reflect the 3 for 1 subdivision of common shares in 1966. 


1968 1967 1966 1965 1964 1963 1962 
$154,384 $142,448 $143,569 $127,436 $125,777 $109,811 $101,728 
8,266 8,031 8,036 6,835 7,154 6,472 5,945 
140,523 121,954 121,454 108,859 105,369 96,350 88,023 
3,471 2,414 2,406 4,387 5,916 1,898 959 
358 1,066 1,155 1,114 780 723 368 
11,160 10,369 10,073 9,754 9,103 6,413 5,851 
5,009 3,644 2,835 Zor 2,716 2,422 983 
3,534 8,597 9,395 7,355 10,030 LA2g 7,430 

281 95 495 667 103 (743) (464) 

5,972 9,300 10,914 10,540 12,306 1,333 Awe! 
7,385 10,615 12,026 11,046 12,810 7,765 7,575 
19,523 28,438 29,669 23,771 24,087 15,865 15,302 
$ 77,883 119,093 $ 71,516 $ 77,033 $ 77,095 $ 68,957 $ 62,412 
188,183 186,654 155,982 127,428 124,659 123,428 118,771 
13,516 41,749 38,928 13,279 11,214 14,166 24,488 
78,210 80,626 51,626 41,875 46,409 46,778 40,381 
166,155 164,598 162,326 157,883 153,518 146,215 144,965 
9,533 9,533 9,533 9,533 9,533 9,533 9,533 
15,165 15,369 13,443 T1762 11,446 11,935 10,477 
$0.37 $0.79 $0.96 $0.78 $0.86 $0.61 $0.67 
0.24 O47 0.17 0.31 0.41 0.14 0.07 
0.61 0.96 teas 1.09 ee 0.75 0.74 
0.76 1.10 1.25 1.14 1.33 0.80 0.78 
2.03 207 3.10 2.48 2.51 1:65 1.59 
0.75 0.75 0.75 0.67 0.67 0.67 0.67 
17.43 V227 17.03 16.56 16.10 15.34 15.21 
959,000 884,000 875,000 795,000 790,000 662,000 689,000 
57,000 53,000 53,000 47,000 42,000 35,000 37,000 
52,000 51,000 50,000 45,000 39,000 29,000 12,000 
6,000 11,000 59,000 66,000 68,000 85,000 76,000 
89,000 75,000 41,000 37,000 35,000 44,000 43,000 
5,793 5,851 5,850 5,496 5,440 5,383 5,313 
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PRICE 


MANUFACTURING AND MARKETING ORGANIZATION 


The Price Company Limited (incorporated in Quebec) 
Newsprint, paperboard, kraft pulp, kraft paper and lumber manufacturing 
Head Office: 65 Ste. Anne Street, Quebec, P.Q. 


Price (Nfld.) Pulp & Paper Limited (incorporated in Newfoundland) 
Newsprint manufacturing 
Head Office: Grand Falls, Newfoundland 


Gaspesia Pulp and Paper Company Ltd. (incorporated in Quebec) 
Newsprint manufacturing 
Head Office: 65 Ste. Anne Street, Quebec, P.Q. 


Price Paper Corporation (incorporated in Delaware) 

Newsprint and market pulp sales 

Head Office: 50 Rockefeller Plaza, New York, N.Y. 

Branch Offices: 2055 Peel Street, Montreal, P.Q. 
135 South LaSalle Street, Chicago, Illinois 
2 Canal Street, New Orleans, Louisiana 
Caboto 550, Buenos Aires, Argentina 


Price Paper Limited (incorporated in the United Kingdom) 
Newsprint, paperboard and kraft paper sales 
Head Office: Blackfriars House, New Bridge Street, London, E.C. 4, England 


Price Kraft and Paperboard Corporation (incorporated in Quebec) 
Offices : 2055 Peel Street, Montreal, P.Q. 
797 Don Mills Road, Don Mills, Ont. 


Paperboard — Coated and Uncoated 
Solid bleached and white lined boards for folding carton manufacture, and many specialties such as bottle cap 
board, closure cap boards and paper plate grades 


Kraft Papers — Unbleached — 
Wrappings, multiwall sack kraft, grocery bag and sack kraft, waxing, gumming, asphalting and duplexing krafts, and 
other specialty grades for converting 


Kraft Linerboard 


Price Lumber Company Limited (incorporated in Quebec) 
Spruce lumber, rough and dressed ; pre-cut industrial stock 
Head Office: 65 Ste. Anne Street, Quebec, P.Q. 


Price Wilson Limited (incorporated in Canada) 

3901 Jean Talon Street West, Montreal, P.Q. 

Branches : Quebec, Montreal, Ottawa, Toronto, Kitchener, Hamilton, St. Thomas, Windsor, Winnipeg, Vancouver, Victoria 
Representatives: St. John’s, Nfld., Halifax, Sydney, Saint John, N.B., Saskatoon, Calgary, Edmonton 


Distribution 
A complete line of wrapping and specialty papers, bags, towels and allied products 


Manufacturing 
A complete range of grocery, notion, millinery, bread, shoe, hardware, bottle and potato bags. Paper towels in both rolls 
and sheets. A complete service in the design and manufacturing of folding cartons essential to modern merchandising 
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can a hea 
eae 


- os 


SS6lL ISf/INNV LaeOdays. 


A nos 
actionnaires 


Etat des 
revenus 


Semestre 

terminé le 

30 juin 1968 
(avant vérification 
comptable) 


PRICE 


LA COMPAGNIE PRICE LIMITEE et ses filiales 


RAPPORT FINANCIER INTERIMAIRE 
pour le semestre terminé le 30 juin 1968 


Les ventes pour le premier semestre de 1968 se sont 
chiffrées par $71,878,000, soit une augmentation de 
$3,278,000 ou 5% par rapport a la période corres- 
pondante de l’an dernier. Ce nouveau chiffre record 
de ventes pour le premier semestre découle surtout 
d'une amélioration des expéditions de papier journal. 
Toutes les usines ont fonctionné généralement sans 
arrét depuis le début de l'année. 


Les bénéfices nets au 30 juin 1968 se chiffrent 
par $3,140,000 ou 32¢ par action, comparativement 
4 $4,626,000 ou 48¢ par action pour la période 
correspondante de 1967. La diminution des bénéfices 
s‘explique par la période de changement au cours 


Ventesmmomsithalssarexpeditioniwasaseaeoenee amatom. <r 
Gain sur change étranger........ Be, eee RA tee ORE EP 
REVENUSHGES MINGS ae crese | atic cscs ee caste 


COUPES VENTS a aecrctre eee rere rena 
RevenuisdemplacementSear saeco oe aie eras eas 


Amortissement et 6puisement...............0.00 cece 


Intérét sur la dette 4 long terme. 


Profit avant imp6ts sur le revenu et intérét des actionnaires minoritaires 


Impéots sur le revenu. 


Par action (aprés déduction des dividendes privilégiés) 
PACOnM EAE Te RD eo] NENTS aoe oan oon anoas asso ose ane 
FROVENILIGING Utecy ters pe tet cen tower utr Meter vee Means» <aoPeas toner ce 


Intérét des actionnaires minoritaires. ................. 


BrotitnetidioxploltatiOnims a. wets eiin tee eee iat > ries 
Profit sur ventes de placements et d’‘immobilisations. .............. 


rte NACL IN OTS AL SAGs ct ROE ARNNS 6 Baie te OMA Renee mere Gi CGA a eee 


de laquelle trois usines de papier journal ont traversé 
différentes phases de mise en marche de nouvel 
équipement. Les difficultés habituelles de mise en 
marche et de rodage de grandes unités de production 
se sont accompagnées d’imprévisibles pannes de la 
mécanique. La plupart des ennuis de mise en marche 
sont maintenant surmontés et l'on prévoit que pour 
le reste de l’année, l’exploitation se fera a un taux 
qui s’améliorera graduellement. 


Québec, Qué. Le président 


le 29 juillet 1968 T. R. Moore 
1968 1967 

Ree a $71,878,000 $68,600,000 
i ees 4,137,000 3,849,000 
Dek Nats ae 1,813,000 973,000 
77,828,000 73,422,000 

ALA oie aca 65,036,000 58,019,000 
12,792,000 ~ 15,403,000 

ae eee 211,000 512,000 
13,003,000 15,915,000 

| ret bt 5,907,000 5,394,000 
Pama bree 2,483,000 1,671,000 
4,613,000 8,850,000 

nes Mie 2,031,000 4,294,000 
Se ee (132,000) (2,000) 
Woon? Mere 2,714,000 4,558,000 
426,000 68,000 

+." Saeeee $ 3,140,000 $ 4,626,000 
SRP Re ate? $0.28 $0.47 
cg Ree I ees 0.32 0.48 
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